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COMD~ROLLER GENERAL OF THE UNITED FJ’ATEB 
W*SH:HsTON. D.C. 2oarr. 

To the Fresraent of the Senate and the 
. \ Speaker Of the House of Representatives 

This retort sumarizes the results of WY a?ldit of the 
k’cderal Dt=pssit insurance Corpcration for the yc’or ended 
June 39, 1975. 

vu12 teade our exa,nination pursuant to SQctlon 17(c) of 
1-h<, Imlr-cal. Dqosit Insurance Act 112 U.S.C- IriZ7). 

‘de are sending copies of this report tu L!I~: Director, 
:;f I ice o?.. klanagemt-nt and Eudget; Swretaiy of ttir. Tr(.;lr,u::l; 
cl:ld Ch;rrmzn of the 3onrd of Dihectors, Fc!dcrrtI ntposit 

Irl:;urancc Corporation. 
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COMPTHtiLtrR GENEIIAL'S AUDIT OF FEDERAL DZPOSIT 
REPORT TS Tt'lt CONf;RESS INSURANCE CORPORATION FOR 

THE YEAR ENDED J'UNE 30, 1975 

DIGEST ---..-a 

The Federal Deposit Insurance Act of 1950 re- 
quires GAO to audit the Federal Deposit In- 
sur;nce Corporation. 

The Corporation's financial statements do not 
show an estimate of the liability which the 
Corporation may incur because of future bank 
failores. 

As in prior years, GAO did not have unre- 
strictea access to bank examination reports 
and r"latca documentation. Therefore, GAO 
coulci not determine 

--whether bank examinations were of 
sufficient scope and seliability to 
ldentlry all banks that should have 
be,, classiried as problem banks, 

--whether the Corporation had taken 
effective follow,g action on findings 
dF sclosed by bank examiners, and 

-- the siqnificance of any possible adverse 
effects of problem banks on the Corpora- 
tion's financial position. 

For th 11;c reasons GAO cannot express an 
overal:l opinion on the Corporation's 
financial statements for fiscal years 1374 
and 1975. However, in our opinion +he in- 
dividual amounts shown in the financial 
staterr,ents are fairly stated as of June 30, 
1373, and June 30, 1975, and for the fiscal 
year; then ended, in c6nformit.y with gen- 
erally acceptca accounting principles ap-- 
pl it?il ofi a conclr+n-+ hasis. . ..dLdLLAiL 

GAO has been granted access to the bank 
examination reports of the Corporation, 
as well as tht? Tcderai keserve Boatd 
and the Comptroller of the Currency, for 
purposes of respondin? to a congressional 
request for a study of the effectiveness 
of Federal bank supervision. This study 

1:: 
// 

Tsar Sh&. Upon rernovai. tne report i FOD-76-13 
cover dair should lx n~t~ hereon. 
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is ,eparate from GAO’s review of the 
financial statements of the Corporation. 
It is estimated that the stuly will be 
completed in December 1976. (See p. 3.) 

The Corporation hellzve:; that the basic 
concept of confid~ntlali y, Iegerding open 
bank data, is essential fo,: proper suy?r- 
vision and ftinctioning of banks. (See 
P. 4.1 

Both the Corporation and GA(; believe that 
the law supports their respective Positlcns 
on the access-to-records Froi.len ar,d elforts 
to resoivc the matter administratively l-ta:;e 
faiied. 

GAO recommends tnat the congress amend the 
?f?dPr2i DepOSit Insurance Ac: ?:) clarify 
GAO’s authority to have access to cxclmina- 
tion reports, files, aild other records ur,ed 
Gy the CorpoEatiOn. (See DD. -- 4 and 5,) 

Effective November 27, 1974, by smcndincnt to 
the Feoerai Deposit Insurance Act, the cjenoral 
limit of insurance per depositor was lnCreaSb2rJ 

fro!1 $20,001: In each insured bank to $40 220. 
For time and savings deposits of Fedet-ai’unrt-, 
and such deposits of State and local ~jov~~rn- 
merits deposited in the depositor’s own Statg?, 
the limit oE deposit insurance was incrf:ssed 
to $100,000 per deposit<,r. ! See p. 1 . j 

On October 8, 1974, tht ~~omptrollcr of t1,c 
Currency closed the ?r;,riklin Xationai il,ii>k, 
Brooklyn, New York, ant: appointed the Corpora- 

?ion rccc:*Jer . Franklin Matiorral, whit! ~4:; 
the ldrgezt barlk to close in t/,~i histor;f nf 
the U~:rted State.s, hail over $3.6 billion i i i 

asset.5 and appr ox ima te 1 Y . $1.4 r~iilion in 
deposits. About $70? ~lrilion of. these clt:p<,,s- 
its WC-CCL‘ insurL.*d . 

The European-iimc:r icon Bank snd Trust Cow? --’ ,..J”llj 
assumotl apprnximstcl~ $1.6 billion of 
Franklin’s deposits and other liabilities and 

acquircrl the ;i(jht to select assets in the 
amount of appCOXlitl;rtel~ si.5 billion; tier: ii;- 

!*L3inder was acquire’u by the Corporation. The 
Corpordtran does not plan to establish a rc- 



scrvc for ioss because GAO was toid initial 
but continuing reviews and evai:lation of the 
assets indicate that a loss will ncjt be in- 
curred. !See pp. 9 and 13.) 

The SWOFG Parkway National Bank, Kansas City, 
Kissuti;t A, ijdS ClUS2cj On Jc.3IiUciry 3, 1975. The 
corporstion . ' -. ' - escaollcnea, a::d is manaq In'3 , a 
new national bank in lieu of the normal bank 
c?osing procedures. The newly established 
bank, the Deposit Insurance Eational Bank of 
y\ ;_ ;; 5 a s Cityr Missour;, is *unusual in that this 
1s only the fourth instance since the establish- 
ment of the Corporation that it has owned and 
m;tagcd an operating bank. (rice p. IO.) 

In prior audit reports to the Congress on the 
Corporation, GAO recommendcsi th;t the Federal 
DZ;?GSit iiiSiliafiCS i'iC!t to amended to allr3w for 
thn audit of the Corporation on a calendar 
year h:jiS rather than a fiscal year basis. 

passacje by the Congrcsc of scctlnn 502(h) of 
t?tle ','I of the act of Jdnuary 2, 1975, pro- 
videa this amendment and GAO has accordingly 
changed ~tc audit ot the Corporation to a 
calerdar year basis effect.i.ve Zanu~ry ?$ 1576. 
(See p. 14. ) 

i i i 



CHAPTER 1 ___-- --- 

INTRODUCTION -----I- 

The Federal Deposit Insurance Corporation, an t9? 
independent Government agencyr insures deposits in qua! i- 
fist-l hanks. National. banks which are chartered by the 
Comptroller 01 the Currency and all State banks whrch are 

** Lr member 5 of the Federal Reserve System are required to be ib3 
insured. State banks which are not members of the Federal 
Reserve Sljtem may become insured upon approval of their 
application. 

Effective zovember 27, 1974, by amendment to the Federal 
Deposit Insurance Act, the general limits of insurance i,-r 
depositor was increased from $20,000 in each insured bar,!x 
to $40,GOO. At the same time, a higher maxitr~um irvel of 
insurance was established for certain deposits of pubiir: 
units. For time al,d savings deposits of Yederal. units, and 
such dcposlts cf State and local governments made in th? 
depositor’s own State, the limit of insurance was increased 
to $100,000 per depositor. 

The Corporation also acis, when appointed to do so, as 
recc Lver anti 1 iyuidator of insured banks that have tief~!n 
clot;cd. 0;) June 30, 1975, the Corporation had 62 active 
liquidation cases. 

The Corporation finances its operations from assess- 
ments ayainst insured banks and from its investments in 
U.S. Government securities. The deposit insurance fund 
representing the accumulated net incomei totaled $6.4 
I,1 Ll 1t;n on Lune 30, 1975. This amount was 1.17 percent 
ot the insured deposits of $549.1 billion 1n the 14,654 
insured banks on June 30, 1975. m The Corporation can 
borrow up to $3 billion from t-!,e ‘J.S. Tr-easury gheni jn 7 ^ 

’ recluired ‘for insurance purpos:s. 

? : 
the 3udqmenL of the Board of Diecictcrs, r;uch funds are 

The Corporation has 
never used this borrowing authority. 

Management of the Corporation is vested in the Bc.ard 
0t rGTCCtorS, composed of (1; two ^-- _ li,embcrs Llppinted by 
t !j #-J President of the United States by and with the advicr~ 
and r:onse~;t of the Senate and (2) the Comptroller of the 
Currency. The board members are listed in appendix I. 

I-‘Xr”rM i P+i’i’i~IGlh! OF INS:JRED BA;GYS , ‘ _-__ -_ - -.-- ----__--_----- -------- 

'The Corporation's Dlvlsion of Bank Supervision consists 
of 2,027 :;taff members at June 30, 1975, 130 in headquarters 



- 

-. ---_~-. .-- _.-.-- 

3n Jsnuary I, l?74, the Corporation initiate+ an 
exper i,mt=-i-iyai ssiective withdrawal program iOi 2;-:amining in- 
surea State zonmeirber hanks in Iowa, Georn ia AT--, 2nd h=Irh i r.cjton. . . - ki.. -. 
For- selectea Ranks in Lhrse St;i:es, tnc CorpGr;LiCn haz ,;een 
rev ieldirtq tne Sr_ate banking departments’ exam inzc inn I ~2crts 
insted r;t petforning a ccmplete exami-ation Itself, Dbr ing 
flsca,. ‘y’kar 1975 the Corporation rcportea that it :cviewed 
izt.3 stlcrl s:xdmination reports. 



CHAPTER 2 -- - -- -___ _ 

CONTINUED REsTRICTIg3N 0:: ACCESS ‘I’, RF.FORTS _--_- ------- --.---------- ---.- _-- - ._ 

AND RELORDS 05 BANK EXAMINFS’ICjVS ---e-s.- --- --- --- _ -- -_ 

audit 
As in prior :!ears, we could not Eul.!y discharge o*Jr 

respo:.sibilities under the Federal Depnsit Insllrance 
Act because Corporation officials did not .3i<e us unrestric- 
ted access to examindtior reports, files, and other recorfis 
relating to insured banks, except for the reLords of closed 
banks. 

GAO was granted access to thc’txnk examination reports 
of the Corporation, as well as the Federal Reserve Board and 
the Comptroller of the Curren:yr for purposes of respQn8~ing 
to a congressional request felt: a study of th+ effectiveness 
of Federal bank su&ervislon. b;r itt.cn agreements were signed 
in April and May 1976 by the Comptroller General and the 
heads c;F cacti agency specii;llnq tbr. csnd1tior,; and pu;poser, 
of access to the examination reports ;<no related corresoor:d- 
ence f ileS. ‘TiAi; Stiddy iS i,r::JdLatE fiZir;r: r->‘ljr rc:vle% Qf tr!e 

: inancial Statements of the Corporation. It 1s I;stlmatcd 
that the st:&c’y will be cox~;).?ctted ir, Dc!ct’iitLeL :x5. 



_ 
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“The representatives of: the Gc .leral Accounting 
3ffice shall have access to ali books, ?ccountc,, 
records, reports, files, and all other papers, 
things, GT property belonging to or In use uy 
the Corporation pertaining to its accounts znd ----.--.----” - 
operations s.:d necessary to facil rtatf the audit, 
qncra;i-bank examjnation reports and raiated -----a --_----.-- ------ ------i------~‘, 
records r and they s,lall be aftordecl fl’-:-i -facr 1 t- 
tTZZZr verifying transact ions with tke balzncc:; 
or secur lties held by depositaries, f Iscal agcknts, 
ancc CcsLodiarls.” (Underscor ing denotes the ch;\nge 
required.) 



-. _.. .__._._ -  ._ _. _-._-- _-.-_ -.-_c-...-I 

CHAPTER 3 ---- 

PROBLEM BANKS AND I!AtdK OAILUriES 

i 1tOBLEM AHYKS - 

The Corporation c?ass:ifies problcn banks as s;eri~~i:; 
fJrot)ierrl-potential pdyr~rfs, serious prublems, and other pr(~t,- 
Icms. A serious pi-obl :m-potentid payoff bank is one ccn- 
sidered to have at least a SC-percent chance of requizing 
tinancial assistance from the Corporation in the nccrr :utilr~-. 
A serious problem bank is one which threatens uitimatel:J to 
illvo:ve the Corporation in a finsnclal.outlay unless 3 r:rastic 
change can be made. An other prol,icm bank is one which is 
less vulrlerable but which req ‘1rcc, aygrtsslve superbisicn. 

I 

; -  

SCL ious proble,m- 
p(>:cntl?l payoff 
ban k !I; : 

State r,onrcember 
Ptate member 
E:at ional 

Total 

12 6 
3 2 
4 3 - -- 

19 11 - -- 

66 :2 
2 -. 

10 I i 

78 ? i! - - 

273 152 - --- -- 

1975 1973 -.... 

(000 omitttid: 

$ 154,183 
63,531 
42,539 

262; 233 

1,181,68? 
14,683 

1,05G,7%5 --- 

2r 247,036 

2,3?G,913 
39G,568 

1,158,816 - 

3,760,397 

SF,,-. ?69,726 -- 



ivrrm~)cr- of insured Banks Pdh ich I.1 11 rr: -^- _-- --.. :------A------.-- --_. ---_--- 

I*’ 1 :.(:.I 1 State 
yJs.lr i4Or~m~2iTi~~ t bl c m t e r Xationa! ‘I’0 1. 3 1 - _ _ _____ -_--- ------ -----I-- I.---- 
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The Comptrollec of the Currency can declare a national 
bank insolvent and the State banking authorities can declare 
3 State bank insolvent. In t.hase cases, the Corporztion is 
appointas receiver for closet1 national banks and accepts 
appoi ntment as receiver for closed insured State banks when 
St-‘- ClLC authorities r-qu(7.t it, Ihe principal methods 
the Corporatron has used to protect the depositors of these 
banks has been (1) directly pclylna off insured deposits or 
(2) assist ing other bGnks in purchasing the assets and 
assuming the liabil iticc of the closed bank. This latter 
lnethocl, wr”iich LS referred to CIS a deposit assumption, can 
be authorized whenever the Corporation’s Board of Cirectors 
think it will reduce the risk or avert a threatened loss to 
the ~orpor.?t 1 on. !?ur i “g fi~:cSl years 1971-75, the Csrpora- 
tion made 1” payoffs and authorized 15 deposit assumptions. 

Met hods of Erotccting Depositors and the 
Cor~or;rtlo>‘s Estimated Losses AS of June 30, 1975, 

Fiscal 
year 

Prior t3 
1971 

1471 

1972 

1973 

i g -j J 

197J 

for Active Li3uidat ion Cases -------- -- --_--.- ___- - 

Pap f f ?‘otaI - .__ 
r?um- 

-T.. . _ btbpos i t assumption -- -.- --. 
Est 1:::.;1 ted N u xi - 

? ----- - 
Estimated Num- ~:stT;;iata 

ner iosn hrx t lOSS her lo‘--- -a _ --. ---- I._ _” ---- -- 

It: 

4 

3 

2 

I 

2 -- 

3c Z-G 

(000 ont;ttcd) (000 omitted) (000 >mittc_d) 

$8,,‘5t! 17 $ 6,723 35 s 13,773 

3 ) : 5 11 4 450 8 4,350 

3,253 - 3 4,250 

3,120 I! lo,870 10 -. __-.- - _ _ - i3,g:lr’ ------._ -_ ----- -- ._ 

$19,400 32 $168,493 6L --. :- ‘L ---.---_ $187,893 -- - A----- - 

.-. . 



_-. ___ ._._ -..-.-.- _-  _-  _ -  . .._ -..---._-I^-_- 

, c- 

EstimatM 
Estimated loss 

Date insured to the SL.41 111, <>I 
closed denosits COTW--ra” iOIl --- _ L--- :.--A--:^. -- 1 l:juf:J,~t.:on 

(000 omitted) 

g/20/74 

g/27/74 

10/a/74 

10/g/74 

l/3/75 

2/l 4,‘75 

3/14/75 

5/P/75 

5/30/75 

6/18/75 

S 71,818 

6,650 

706,676 

2,700 

7,073 

Ski,164 

17,432 

6,187 

4,794 

14,454 --.. -._-.- 

$!!?!J ,!_6! 

5 4,503 

1,000 

1,100 

4 , i 0 0 

2,000 

670 

b ;)U 

$13,Y?O -- 

CIos‘lng. cf. Franklin National Bank __ - _----.__ 

(:‘I: October 8, 1974, the Comptroller 

-: 



. 

,i!. .I.:(.\*~ I, I a:->, tftc Comptroller of the Currency 
<: i I) :: -.t 1 :I!!- “ii I :: +J ,j N,itlonal Hank, Kansas Crty, 
X::::;O~II I :,,‘I’ 1,~ .i’ II ::, ,Ivt’ncy. 

Ft 03 JU’ 1 i , i*t i 2, tiiCOl!qii january 31, 1970, nine 
add it Ion<1 L ::I’ 111 **‘I I# trek’; f.xilitd. As shown in thf? following 
Schedule:, ttrn .I(’ I *II,i:‘, il.li! cztimated insured deposits of ap- 
prosrmately ., I t, I . .’ III I I i ioil if110 could result in a loss to the 
Cor~‘ordt LFJII c.! ,!I. 11:’ ; .< 2 .I! miliron. 

10 



Bank -- 

f3snk of Chidester, Chidester, 
Arkansas (note a) 

State Bank of Clearing, 
Chicago, Illinois (note b) 

Astro Bank, Houston, Texas 
(note c) 

American City Bank and Trust 
Company, N.A., Milwdukee, 
bisconsin (note d) 

The Peoples Bank of the 
Virgin Islands (note e) 

TfIP Peoples tiank, LYillcox, 
Arizona (note f) 

The First State Bank of 
Jennings, Jennings, Kansas 
(note g) 

I he Bank of Bloomfield, 
Bloomfield, New Jersey 

'(note h) 

Bank of Woodmoori tioodmoor, 
.Coloratiu :note i) 

Date 
closed --- 

7/l/75 

7/12/75 

10/16/75 

10/21/75 

10/24/75 

12/19/?5 

12/27,'75 

l/10/76 

l/12/76 

.!I ,’ Acquired by the tierchants axd Planters 

Estimated Estimated 
insured Corporation 

deposits loss -- --- 

! oocl omitted) 

$2 ' $ 800 

46,651 7,000 

4,952 700 

61,COO 11,860 

13,230 1,500 

4,21G 

2,264 30 

23,695 

3,013 39s ---- ~- 

$161,243 $22,901 --_--_ __---- 

Fiailk r Camden, Par kansss. 

?j/Assumed by Clearing Bank, Chicago, Illinois, a newly *:hartered 
'/ insured State nonmember bank. 

c~‘A:ssumed by Commonwealth Bank oi Bnlrr;ton, Houston, Texas, a 
'- newly chartered insured State nonmcmher bank. 

</kccjuicea by Marine NX3tionsl Exchange Bank ot Milwaukee, 
Milwaukee, Wisconsin.- 



_ - .._-.. . .--.-. _.-.----_ _-_- .- _--.-___-_ 

-i/Assumed 5y Deposit Insurance National Bank of the ‘Jirgin z 
Islands, a newly chartered national bank operated by the 
Corporation under authority of the Federal Deposit Insur- 
ance Act. 

f/Acquired by Union Bank, Tticson, Arizona. - 

p/Assumed by Jennings National Bank, Jennings, Kansas, a 
newly chartered insured national bank a 

h/Acquire~ by First Kational Sirate Bank of lu’ew Jersey, Newark, 
New Jersey, 

i/Assumed by The El Paso CbunLy Bank, Woodmoor, Colorado, a - 
newly chartered insured State nonmember bank. 

The Corporat Ior] ’ s records show that t1ie bank fail*Jres 
in the last several years nad resulted fro!m various com- 
binutions of unsound ar;if deceptive practices in operations, 
including misuse of hank funds oy bank oificc-rs, directors, 
and 0wners; subs~andsrti ioans and excessive appraisals of 
ccilateral; unwarrazted leans 32 which b>nk officj.2ls, dir- 
ectors, and o\+ner s had personal financial intcrczts; loans 
in excess of the limits prescribed by 17~; broker-solicited 
funds in certifi.cates of deposit and related, unuarranted 
czt-of-territory iending; inadequate capital; unsatisfactory 
management; and defalcations. 

Estimated liability for --------7 future oa,lki;iilures --- ---_ 

The :-or?oration’s ;‘?;nci31 statements do not shots an 
estrma”e i ,-*f the ;ijb,i;ity wi-,icp: the Coi-pJraticn may inci;r 
from f.ut-rre failures of insured banks. The CorporatiLn’:: 
policy is to recognize losses resulting from bank failures 

. in the period in which they are incurLed. 

Iz pr2r GAO reports on the financi.31 operations of 
tne Corporation, WC have stated ihat the Corporation’s 
pdi:Cy for reccgnizinq losses is contrary to generally ac- 
ctnp’.ec! accotintlng pr incii)les which advocate match lng expcn~es 
tcl the periods in which tne revenues are recorded. Hecen t 
p:c,nouncements by the accounting profession have provicied 
mure definitive guluance on accounting for and estimatrng 
flgtlJrc 1CCCPC . ..-_e. In consideration cf these more recent views, 
WC beliLve that the Cor;~oration’s accounting trf~atment. is 
now acceptabie and in accordance with generally accepted 
accounting pr inCl[jieS. IiowevFr , to insure that the reader 



_. -. __ .-. ~._. - -- _ -.--- ----- __ _---- 
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CHAPTER 4 ----- 

STATUS OF EARLIER REC’.X?MENCATIONS --- - -__-.-.---- --- 

In our prior audit reports, we recommended that F xtion 
17(c) of the Federal Deposit IRslrance Act (12 U.S.C. 
1827(c)) be amended to allow GAO to make its audit reports 
on a calendar year basis rather than on a fiscal year basis. 
hith the passage of section 602(b) of title VI of the act 
of January 2, 1975, effective cTanti;ary 2, 197Sr section 17(c) 
was amended. 

Accordingly, GAO and the Corporation agreed on Scp- 
tember 24, 1975, to change the annual audit from a fiscal 
year to a calendar year basis commencing with calendar 
year 1976. 



CHAPTER T -- -u-m 

SCOPE OF AUDIT AND OPINION 0-e --I_--- 

ON FINANCIAL STATEMENTS ----__-_--____-_-~ 

SCOPE OF AUDIT -- 

w e have c?xamined th'? statement of financial condition 
of tne Federal Deposit Ir,surance Corporation as of June 30, 
1974 t and J*une 1, JL, 1975, the related statements of income 
and deposit insurance fund for the years then ended and 
changes in financial position for the year ended June 30, 
1975, and the statement of analysis of the deposit ir.scr- 
ancc fund from the fund's inception. Cur examination was 
Ilade in accordance with generally accepted atiditing stan- 
rlards and, with the exretjtion concerning review of Sank 
exdllllildt ii i i i Eepor tS and KC-l;jted data vhicti ’ J iscussed in 
cnaiptcr 2 (see p. 3), incitided such tests oiStEe account- 
ing records and such othct ;iuditing proced;;res as we con- 
s. idereo ne’iasssr L’. 

L;~~lng fiscal year 1:'7', the Corporation's Financial 
Audits Branch com:,leted three reports on various aspects of 
the Corporation's oper:~tl',r,s. %e relied to th? extent pos- . s 1 D 1 e 0 II ‘he work of the internal ai;dii-ors in our review. 

The Corporation prcp*ired the financial statements In 
this report. These fln;jnri-:I stat@monts dc not show an 
estimate or the liar>ility whish thy Corporation may incur 
b - 3 \= a & s a c .; f~;tUKC 5 ; n L, c1r:::jr.y;. 

because Ike did not hsve unrestricted access to examina- 
t irin L-eports an!3 rclaif-,I rli;r:ti.Tl,2ntztion on insured banks 
(st?e p. 3), we could not dlltcrmine (1: whether bank exami- 

RaticJI?S were Of rufficicnt cc9,3e and r?! iab1.1 ity to idelltif*y 
all banks that S;~IOU!~ hnvt ~~62211 classif led ,a; problem banks 
(2: whether the ?orpnratLuft had taken effective Ecllowup 

ai: t lOI Ron bank examiners’ i l~:dilqs, and [ ?j t_k:e significance 
of any possible adverse clicct of problem banks on the Cor- 
pora”cion’s financial p0Sltl0fi. 

Fr\r these reasons wc! canlot: express zn 9ver311 opinion 
on the accompanyin? financial rt3tcTcnts for fiscal )*ears 
1974 2nd 1975- i!o'n'evcr, in oclr opinicn the lndiVir+ual. 
amounts shown i9 tlie f Irl,lr-i,:isl statenlents ai? fairly stated 
as of June 30, 1974, <and <June 30, 1975, and for the fiscal 
years then i?nde3, in ,onfor:nity with qcnerzlly accepted 
accounting prinrli~les applicu on a consrstent basis. 



,i ; ?I $ 21,823 (. 6, 

. 

. 

“.s. WVLHNMENT SECfJHITItS: 
.;czucities at amortizwl cost 

4 notes 1 and 4) .$h 259,427 , $5,051,592 
6, 3bo,?76 bl,r3i 5,931);,27 ..--_ _ ---- 

60,0:3 

327,659 
4,699 

133,149 
I, 174,120 192,031 301,l I t: 

50, Y :‘, 

37,rJoo 
31,4ii7 4 8 7 -_ _ 37,487 

6,756 b,Hq,I 
I.618 t;rt5 

se, 363,799 $6, ?4 2,7b4 

tnt-,; 41 p?rt of tflls st ?ttmr?qt. 
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SCliiZfjULE 1 
I 

SCHEDULE 1 

FEEE?&L DEPOSIT INSURANCE CORPQRATION -- --- 

C@~PAR?.TIVE STATEMENT GF FINANCIAL CGNDITIQN I__-- - --- 

JL’liE 30, 1975 AND JWE. 30 -- p-..LLz!! 

June 30 1975 --..----L---- Ji!ne 30 15 4 -- -.:-r--e,- 

LIAdILITIES AtiD DEPOSIT 
lNbURA4E FUND 

ACCOUY’LS PAYABLE AND ACCkJCD 
LIAu.LI’~IES 

tARkE;SI MONtY, ESCROR FUNDS AND 
CCl;LLKl Iws HELD FOR OTtiERS 

204,455 

187,733 

-. ‘63 _-- 

s 5,137 

1,509 

3,707 

5 7,061 

i,17L 

3,435 



FEDEF?.!. iX?OSIT I%SUPANCE CORPOFWTION -____ ~- -- 

; ~:R;p'?,p.&.~:';E STATEXS?JT OF I.L!f3SiE ii'!3 D~Pos:r~~:"surcr:~c~~p~s_= ..-- ---__--. _---- -. 

I~ISCAL YEARS @IDED JUNE 30, 1975, and LUNE 30, 1974 -_ ------ --- -_ 

fi5czl yesr 1975 rice,:! **c-- --- LLLr.m-if':4 

----------[000 omittpdi------------------ 

S618,2RO $556,650 

371,177 S 247,103 --._ _ 23i,3A6 $ 325,464 --_.. _ 

371,415 

185 371,223 . -_-_-._ 
13,573 -~-_ 

-53:,s73 

63,068 56,Cba 

13,973 164,200 

-18,108 -4,138 -12,755 151,445 

2,5L)? 1, A,../8 

61,522 lO’),‘:Jl 

570,451 

5,ci45 397 --- --! .-_ 

Sti,4i5,Fi46 ---. _--_ 



SChliLaLE 3 SCHEDULE 3 

Fk:D1’i?AL DI POSIT INSURANCE CORPOHATlON _ - . . ..-_ ..A----- ------ ___ VW__-. 

STA?‘E!!EN? OF CtLwxES IN FIMANCIAL Pc’SITIw -,-. -_..m. _---- -_- _-._-..- 

I~fSCAl, YEAR ENDED JUNE 30, 1975 _- _ --- ______-- 

--- 



.__~ __ _.. ._ -. -- L____. --- -- 

INCOME: 
Insuranze asse:i::m?ncs 
Less nst assc?!J.crmcnt: income credits 

Net irQl~‘anctf 2cscssmcnts SL... 

Income from U,S. Government securities 
Other opcrG:tinc! Income (principally interest 

and allowa~lc rctuen 1’ri‘x depoc:i t r-nsura~ce 
assumption and r4!ct:lvc?rship cases) 

Total incortl~ 

DEPOS 1 i’ I NSURANCI: t:?iN~l, NET INCOHE ACCUMULATED 
STKCE II”iCf:P’FION 

Amount 

(000 omittedj 

s;,7:1,394 
,.,881,084 

S3,890,91tl 

3,426 912 

32,390 

7,350,212 

626,269 
227,533 

50,562 

934,364 

S6,415,848 

The notes following schctlulc 4 arc an intcqral part of this 
statement . 

The opinion of thrh (;pr~c.ral Accounting Cff.ice on these state- 
,ments appi‘c?rs on f>.i:]i’ 15. 

I-- 

_- 



, 

JUKE 30, 1975 - 

1. ACCOL’NTIMS POLICIES --..- 
. . 

Securlt;es--,, _ r1 $ - _t * Sovern;r.il;lt .s-?‘y!;r 1 . ties arc ~rcse;?:t~c3 

~~amortiztd cost which is the purchase price of the 
securities less the amortized premium or plus the 
amortized discount. As of June 30, 1975, amortized 
premiums a.mcutited to $-,5?1,000 and amnrtized dis- UIII.. 
counts 312,166,UOO. Prepiuins and discounts are 
amortized on a d.=iil;~ straight-line b2sI.s from the 
date of zcquisitlon to the date of maturity. N e t 
income fiOm U.S. Govcrnmpnt securi tlr',r, represents 
the total of interest income earned less premicm 
plus discount amortlLation for the year. 

Deoreciation-- The office building is tirprp-cintcd on 
a stt-aightqinc basis at t-he rlite olr 2 percent per 
year over a 5O-vesr- t:_cltir?.3ted liTr. ?L:rr?it:1rf-, fi );- 
tures, and equipTcnt are iuily depreciated at the 
time of acauisition. 

2. These statcmentls do not incl ude accountability for the 
;Issets and J.iabilitic?s of the clcs4 i’nsdt.4 basks 
fO- which the COipGi2iiDil CiCtS as receiver 
ing agent. 

,r liqtiidat- 

3. Legal actions pcndilrq ,jqainst the Corpordt ion on 
June 30, 1475, lrlvolvr!ti Ji L 
of S1,963 million. 

cs,imatC-d i3ntcntial 1 iabil it-y 
fn Lhc r‘tplnian of the Corporation’s 

General Counsel, the%<> itct.ion,c, arisinc: csccntially 
from litigation invol~;1r,cl closed k)artk ,xtl\*ities, 
result in recoveries 

may 
ariainst the Corpnratron ot 

$15 million.- This estimated Icss h,tr: txt?ri provided for 
in these statements. 



4. 

5. 

6. 

-1 . 

8. 

9. 

‘j’hc. FL.,-,.:I , t 1 t- 7 t-.z-,,’ 2 :.-Ic,= v<~lue of $6:265,096,000, cost 
of $6,252,833,000, and market value of $5,887,641,000 
at June 30, 1975. 

Eq.. - -J II i i-1, in assets acquired under aqretmcnts with insured 
banks totaled $1.896 biiiion. Uf this total approx- 
imately $1.464 billion represents txruity in asssets 
acqcired as a resu?t of the closing of Franklin National 
Zank in October 8, i974. 

Notes purchased to facilitate deposit assumption: 
Cracker National CoL-poration, 

San Francisco, California $ 50,000,00~ . 
Southern Bancorporation, inc, 

Greenvlllc, South Carolina 8 ,soo,coo 
European-American Bank and Trust Company, 

New York, N.Y. 100,000,000 -I_- 
$153 0mCG -- -t -,,L-l 

Assistance to operating insured banks: 
Bank of rhc Commonwealth, 

Detroit, MiLhiqan 
ti?i?y Rank and Trust Company: 

Dosion, Massachusetts 

Accrued interest paydtle of $88.2 million re!)resent:; 
interest for 266 ddys at the rate or 7.52 percent simple 
intcrc$t per annuT on the unpaid principal amount due on 
Franklin National yank *s ir,debtedncss to the Federal 
IteserLre Bank 0: NE-W York. This amount is subject to 
2rljur;tment tor certain out-of-pocket cxrwnses inc’urrcd . 
h;I the Corporation us prov:Lied for in tt!s Agreement of 
Sale. 

The ,186 thousand adjustment to prior years resulted 
from the restatement of income due to: (1) a char?+? in 
[irc,codures for the amortization of )>I cmiitmr, anti dl::,- 
counts from a monthly to daily rate ai;rI (2) a <-!:sn:je 
1 ram the “average” method 1.7 account inq f o; s,iicls of 
:;wurltie.s to the PI.?0 method, ?In+-:;c c*hanqrs wt’~ e 
i inpl~mented in conjunction wi ;n au tomdi. ior. of the 

COI-pOrZte Par tfoi in. 

I! 
. 

22 



MMBERSHIP OF THE BOA?,ID OF DIRECTORS ---. -- - ---- 

Iiobcnrt E. Barnett, Chairman 
(nste a) 

Tenure of office ---- m--m - -_---_ - 
From To -- - 

Karch 1976 Present 

James E. Smith, Comptroller of 
the Currency July 1973 Present 

George A. LePiaistre Aug. 1973 Present 

a/Fr?ink Wille was Chairman frnm March 1970 through March 
1376. 




